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Federal Communications Commission
Room 222

1919 M Street, NW

Washington, DC 20554

Re: RM-8408/ In the Matter of Petition of American Telephone and
<~ Telegraph Company for Rulemaking on Universal Service Fund

Dear Mr. Caton:

Enclosed herewith for filing are the original and four (4) copies of MCI
Telecommunications Corporation’s Reply Comments in the above-captioned
proceeding.

Please acknowledge receipt by affixing an appropriate notation on the copy of the
MCI Reply Comments furnished for such purpose and remit same to the bearer.
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REPLY COMMENTS

MCI Telecommunications Corporation ("MCI") hereby submits its reply
comments in response to comments filed on January 14, 1994, in the
above-captioned proceeding that was initiated on November 24, 1993, when
ATA&T filed its second petition seeking changes to the funding mechanism of the
Universal Service Fund "("USF").’

MCI hereby supports the Comments filed by Sprint Communications in
which Sprint urges the Commission to deny AT&T’s petition.? AT&T’s request
for a separate proceeding to establish a permanent replacement funding
mechanism for the current USF rules should be rejected because "[n]o
apparent purpose would be served by the establishment of a separate

rulemaking to address USF cost allocation ‘concurrently’ or ‘'simultaneously’

' The Commission has not yet taken action on AT&T’s original petition on
this matter, filed August 8, 1989.

2 Comments of Sprint, p. 14.




with the other issues of the comprehensive investigation.” Also, AT&T’s
request for adoption of "a temporary, revenue-based method for allocating USF
costs" simultaneous with adoption of "the temporary USF cap recommended by
the Federal-State Joint Board in accordance with the Commission’s September
14, 1993 Notice of Proposed Rulemaking™ should be rejected as moot since
the Commission already has adopted interim rules capping the USF. As Sprint
correctly noted, the timing of AT&T’s request for relief "in connection with the
interim proceeding was hardly realistic."

Many parties commenting in the instant proceeding agree that the
funding of the USF should be resolved in a broader proceeding than the one
AT&T requests.® Specifically, U S West believes that "the Commission should
address AT&T’s allocation issue in the upcoming permanent rulemaking on the

USF.” NECA also contends that "the Commission should consider USF billing

issues within the context of its planned comprehensive review."

* Comments of Sprint, p. 3.

* Petition of AT&T, p. 1.

* Comments of Sprint, p. 6.

® See, e.9., Comments of National Rural Telephone Association, p. 1;
National Telephone Cooperative Association, p. 2; and General
Communications, Inc., p. 1.

* Comments of U S West, p. 2.
* Comments of NECA, p. 2.
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MCI submits that it would represent an unnecessary diversion of
Commission resources to establish a separate proceeding to examine the
funding mechanism of the USF when the Commission already has announced
its intention to initiate a "rulemaking on the full panoply of USF issues.” The
matter AT&T raises is but a minor segment of the entire USF. The USF itself is
but a single facet of the broader question of identifying the subsidies existing in
the current LEC rate structures, and determining whether, how, to what extent,
and by whom they should be funded in the future. AT&T’s request is
particularly superfluous given the likelihood that any rulemaking or notice of
inquiry™ into the matter of universal service subsidies likely will turn the current
Part 69 USF rules on their head. Why spend money on the engine of a car that
has been running perfectly well for years, just as you are about to start
shopping for a new means of transportation?

Further, AT&T’s request for adoption of an interim USF funding
mechanism based on revenues rather than presubscribed lines "concurrent” or

"simultaneous” with the interim rulemaking recently concluded is irrelevant since

® NPRM, at para. 15.

' A notice of inquiry is a more appropriate vehicle for examining this matter
than a rulemaking. "An NOI would allow the Commission to collect essential
data on the costs associated with the provision of universal service. The
Commission should gain a better understanding of the total industry costs for
universal service before proposing a revised set of universal service support
rules, and making a determination about whether those proposed rules require
Joint Board action." (In the Matter of Inquiry into Policies and Programs to
Assure Universal Telephone Service in a Competitive Market Environment, RM-
8388, MCI Reply Comments, January 3, 1994, p. 3.
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that proceeding has been concluded. Such an interim approach, however,
should not be considered at all. U S West is correct in warning that focusing
on such provisional measures runs the risk of "delay[ing] the progress and
completion of the permanent USF rulemaking or of any of the other major
initiatives ... currently before the Commission.”" Further, the Joint Board
historically has recommended and the Commission has adopted interim rules
that retain the status quo rather than make significant changes in existing rules,
when a broader scale modification to the Commission’s policy is under
consideration. For example, the Joint Board recommended (and the
Commission adopted) "freezing of the subscriber plant factor ... pending
consideration and prescription of a new method for allocating non-traffic-
sensitive local exchange plant." Also, when it capped the current USF burden,
the Joint Board intended to "ameliorate potentially disruptive effects upon those
LECs subiject to shifts in jurisdictional revenue requirements.”* In both of
these cases the interim rules maintained the effect of the current rules to
eliminate drastic shifts in costs or obligations when the final rules were
implemented. Since AT&T’s request for interim relief carries with it no such
need, the Commission should decline to fashion the interim rules AT&T

requests.

" US West Comments, p. 2 (f.n. omitted).

? In the Matter of Amendment of Part 36 of The Commission’s Rules and
Establishment of a Joint Board, CC Docket No. 80-286, Recommended
Decision, at para. 27.



In sum, AT&T has offered no explanation why, after having refused to
consider this same issue that it put on the table nearly five years ago, the
Commission should expend resources to confront it now, especially when the
Commission has expressed its intention to embark upon a proceeding in which
the issue surely will be addressed.

For all the foregoing reasons, MCI urges the Commission to reject

AT&T’s petition.

Respectfully submitted,
MC! TELECOMMUNICATIONS
CORPORATION

Z[zabefl Dckors

Elizabeth Dickerson

Manager, Federal Regulatory
1801 Pennsylvania Avenue, NW
Washington, DC 20006

(202) 887-3821

January 31, 1994




STATEMENT OF VERIFICATION

| have read the foregoing and, to the best of my knowledge, information,
and belief, there is good ground to support it, and it is not interposed for
delay. | verify under penalty of perjury that the foregoing is true and
correct. Executed on January 31, 1994.

2 ivaketh Dickersan

Elizabeth Dickerson

1801 Pennsylvania Avenue, NW
Washington, DC 20006

(202) 887-3821
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